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SUBJECT: Processing Integrated Contractor Cost Overruns

Implementing Oracle Federal Financials, a commercial-off-the-shelf application, has and
will require the Department to change some of its business practices and processes. One
of the practices changing is the processing of Integrated Contractor cost overruns.

Currently, to avoid month-end processing delays, several offices allow Integrated
Contractor overruns to be reported as part of the month-end closing process. These
offices then work with their contractors to determine whether the overruns are the result
of an error or are true cost overruns and, based on the situation, determine the actions
needed to fix the problem. Other offices do not allow overrun reporting and require the
contractors to correct and resubmit their monthly file if overruns are encountered.

Oracle Federal Financials can be configured to automatically create new obligations for
costs that exceed obligations, if tolerances are allowed for receiving goods in excess of
amounts ordered. However, for internal control purposes, the Department has elected not
to aJlow tolerances. As a result, our business practices related to overruns must change.

Beginning in Fiscal Year 2005, Integrated Contractors’ cost overruns must be reported in
their monthly file using a separate Standard General Ledger (SGL) account. A separate
SGL account (610099) will be used to identify those amounts in excess of the amount
obligated. A corresponding liability (299099) must also be reported to offset the 610099
account in lieu of reporting them as current year payments with Integrated Contractors
(Balance Sheet Code 8123, SGL 579004). The amounts in the file designated for the cost
overrun account will create General Ledger entries in STARS, and as contractors receive
additional obligational authority or corrections are made, the entries previously recorded
will need to be reversed by contractor entries in the interface file. Although we are aware
this guidance is being issued late in the STARS testing cycle, it is imperative the
Integrated Contractors understand once STARS has been implemented their monthly files
will be rejected for cost overruns not submitted in the manner described above.
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If you have any questions concerning this reporting réquirement, please contact Laura
Kramer on 301-903-9932 or by email at laura.kramer@hq.doe.gov.

cc: .

H. Sherman, ME-10
C. Simpson, ME-2.5
D. Olson, ME-11
W. Huffer, ME-13

L. Kramer, ME-13




Distribution: (CFOs/Financial Managers) s ;

Eileen Rountree-Mclennan, Acting Director, Office of Field Financial Management/
Chief Financial Officer, National Nuclear Security Administration :

Thomas C. Foley, Acting Chief Financial Officer, Chicago Operations Office

Christine Ott, Chief Financial Officer, Idaho Operations Office

Kay B. Hansen, Acting Chief Financial Officer, Ohio Field Office

Judith M. Penry, Chief Financial Officer, Oak Ridge Operations Office

Jean F. Schwier, Assistant Manager, Administration

Kevin Ensign, Acting Chief Financial Officer, Office of River Protection

John R. Pescosolido, Chief Financial Officer, Savannah River Operations Office

Timothy A. Rea, Financial Program Manager, Golden Field Office

Gary A. White, Chief Financial Officer, Pittsburgh Naval Reactors Office
Thru: Deputy Administrator, Office of Naval Reactors, NR-1

William J. Leahy, Chief Financial Officer, Schenectady Naval Reactors Office
Thru: Deputy Administrator, Office of Naval Reactors, NR-1

Marvin T. Huntsman, Director, Planning & Financial Management Division,
Strategic Petroleum Reserve Project Office

Sharon K. Marchant, Acting Chief Financial Officer, National Energy Technology
Laboratory

Wendy L. Miller, Director, Capital Accounting Center

Richard Loyd, Director, Financial Control and Reporting

M. Janet Boulanger, Finance Manager, Naval Petroleum Reserve - California





